PUBLIC REVIEW DRAFT
EXECUTIVE SUMMARY

SUMMARY OF SECTION 1

Thisanayssfor aregulatory amendment assessesthe potential economic and social impacts of implementing
management measures to limit harvests by anglersin the halibut charter fisheriesin International Pacific
Halibut Commission (IPHC) Areas 2C (Southeast Alaska) and 3A (Southcentral Alaska). Currently thereis
no limit on the annual harvest of halibut by anglers utilizing charter boats, lodges, and outfitters. Therefore,
the status quo results in an open-ended reallocation from the commercial fishery to a growing recreational
charter fishery.

In September 1997, the Council took final action on two management actions affecting the halibut charter
fishery, culminating more than four years of discusson, debate, public testimony, and analysis.

Recordkeeping and reporting requirements. The Council approved recording and reporting requirements for
the halibut charter fishery. To comply with this requirement, the Alaska Department of Fish and Game
(ADF&G) Sport Fish Division, under the authority of the Alaska Board of Fisheries (BOF), implemented a
Saltwater Sportfishing Charter Vessel Logbook (SCVL) in 1998. Information collected under this program
includes. number of fish landed and/or released, date of landing, location of fishing, hours fished, number of
clients, resdenceinformation, number of linesfished, ownership of thevessd, and theidentity of the operator.
This logbook information is essential for the analysis of charter moratorium alternatives. It complements
additional sportfish data collected by the State of Alaska through the Statewide Harvest Survey (SWHS),
conducted annually since 1977, and the on-site (cred and catch sampling) surveys conducted separately by
ADF&G in both Southeast and Southcentral Alaska.

Guiddine Harvest Levels in IPHC Areas 2C and 3A. The Council adopted GHLSs for the halibut charter
fishery, but only for IPHC Regulatory Areas 2C and 3A. They were based on the charter sector receiving
125% of their 1995 harvest (12.76% of the combined commercial/charter halibut quota in Area 2C, and
15.61% in Area 3A). The Council stated its intent that the GHLs would not close the fishery, but instead
would trigger other management measuresin years following attainment of the GHL. The overall intent was
to maintain a stable charter season of higtoric length, using area- specific measures. If end-of-season harvest
data indicated that the charter sector likely would reach or exceed its area-specific GHL in the following
season, NMFS would implement the pre-approved measures to dow down charter halibut harvest. Given the
one-year |ag between theend of thefishing season and availability of that year’ sharvest data, it wasanticipated
that it would take up to two years for management measures to be implemented. The Council aso scheduled
areview of halibut charterboat management for October 2000, though that may change as aresult of current
actions.

In December 1997, the NMFS Alaska Regional Administrator informed the Council that the GHL would not
be published asaregulation. Further, sncethe Council had not recommended specific management measures
to be implemented by NMFS if the GHL were reached, no formal decision by the Secretary was required for
the GHL. Therefore, the analysis never was forwarded for Secretarial review.

After being notified that the 1997 GHL analysis would not be submitted for Secretarial review, the Council
initiated a public processto identify GHL management measures. The Council formed a GHL Committeeto
recommend management measures for analysis that would congtrain charter harvests under the GHL.

In April 1999, the Council identified for analysis: (1) a suite of GHL management measure alternatives; (2)
alternatives that would change the GHL as approved in 1997; and (3) area-wide and LAMP moratorium
optionsunder all alternatives. Recognizing that (1) reliable in-season catch monitoring is not available for the
halibut charter fishery; (2) in-season adjustments cannot be madeto the commercial longlineindividual fishing
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guotas (1FQs); and (3) the Council’ s stated intent to not shorten the current charter fishing season resulted in
the Council designing the implementing management measures to be triggered in subsequent fishing years.

During initial review in December 1999, the Council added: (1) a change in possession limits to the
management measuresthat it would consider to limit charter halibut harvests under the GHL ; (2) an option to
apply the GHL as a percentage to the CEY by area after non-guided sport and personal use deductions are
made, but prior to deductionsfor commercial bycatch and wastage; (3) an option to manage GHL as a 3-year
ralling average. Lastly, the Council deleted an option that would closethe charter fishery in-season if the GHL
was reached or exceeded. The Council further adopted the restructured alternatives as proposed by staff. The
optionsare not mutually exclus ve and may be combined when the Council makesitsfinal decisionin February
2000.

Alternative1:  Status quo. Do not develop implementing regulations.
Alternative 2:  Approve management measures to implement the halibut charter guideine harvest leve
ISSUE 1: Apply GHLsto Areas 2C and/or 3A to trigger management measures as.

Option 1: Fixed percentage annually expressed in pounds.

Based on 1995: GHL equal to 12.76% in 2C, 15.61% in 3A.
Based on 1998: GHL equal to 18.01% in 2C, 13.85% in 3A.

Option 2: Fixed range in numbers of fish.
Based on 1995: GHL range equals 50 - 62 thousand fish in 2C; 138 - 172 thousand fish in 3A
Based on 1998: GHL range equals 61 - 76 thousand fish in 2C; 155 - 193 thousand fish in 3A

Option 3: A 3-year rolling average

Option 4: A percentagetothe CEY by area after non-guided sport and personal use deductions
are made, but prior to deductions for commercial bycatch and wastage.

Under any option, management measureswould betriggered 1- 2 years after attainment of the GHL, but prior
to the start of the charter fishery season for industry stability.

ISSUE 2: Implement management measures. Noneto al of thefollowing management measureswould
be implemented up to 2 years after attainment of the GHL (1 yeer if data is available), but
prior to January 1 for industry stability. Restrictions would be tightened or liberalized as
appropriateto achieve acharter harvest to below the GHL if afixed percentage or within the
GHL range, if arange.

ISSUE 3: Under varying halibut abundance.

Option 1: Status quo. The GHL fixed percentage varies on an annual basis with area
halibut abundance. (This is the current GHL approach adopted by the
Council in 1997.)

Option 2:  Reduce area-specific GHL ranges during years of significant stock decline.
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C linelimits C super-exclusiveregistration
C boat limit C sport catcher vessd only area
C annual angler limit  C  sportfish reserve
C vess trip limit C rod permit
C bag limits C possession limits

C prohibit crew-caught fish

Suboption 1:  Reduce to 75-100% of base year amount when the charter alocation is
predicted to exceed a specified percentage (options: 15, 20, or 25%) of the
combined commercial and charter TAC.

Suboption 2:  Reduce area-specific GHL by a set percentage (options: 10, 15 or 20%).
Thetrigger for implementing the reduction would be based on total harvests
and would be IPHC area-specific:

Area 2C Options Area 3A Options
4 million b 10 million Ib
6 million Ib 15 million 1b
8 million Ib 20 million Ib

ISSUE 4: GHL or allocation

Option 1: Under a GHL and the current IPHC setline quota formula, halibut not harvested by
the charter fleet in oneyear arerolled into the commercial setline quotathefollowing
year.

Option 2: Unharvested halibut woul d remain unharvested under adirect allocation tothecharter
sector.

Suboption: unharvested halibut banked in a sportfish reserve

ISSUE 5: Establisn amoratorium for the halibut charter industry.
Option 1: Establish an area-wide moratorium
Option 2: Establish alocal moratorium

Suboption: Prohibit new charter licenses upon attainment of the GHL.
The criteriafor an area-wide halibut charter moratorium are;

Y ears of participation

Option 1: 1995, 1996, and 1997 IPHC and CFEC licenses and 1998 |ogbook
Option 2: 2 of 3 years (1995-97) plus 1998 |ogbook
Option 3: 1 of 3 (1995-97), plus 1998 | ogbook
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Option 4: license or logbook in any one year (1995-98)
Owner vs Vessdl
Option 1: owner/operator or lessee (theindividual who hasthe license and fills out |ogbook) of

the charter vessal/business that fished during the digibility period (based on an
individua’ s participation and not the vessd’ s activity)

Option 2: vessel

Evidence of participation

C mandatory:
IPHC license (for all years)
CFEC number (for all years)
1998 |oghbook

C supplementary:
Alaska state business license
sportfish business registration
insurance for passenger for hire
ADF&G guideregistration
enrollment in drug testing program (CFR 46)

Vessd upgrade
Option 1: license designation limited to 6-pack, if currently a 6-pack, and inspected vessd
owner limited to current inspected certification (held at number of people, not vessd
Sz6)
Option 2: allow upgrades in southeast Alaska (certified license can be transferred to similar
sized vessdl)
Transfers will be allowed
Duration for review
Option 1: tied to the duration of the GHL
Option 2: 3 years
Option 3: 5 years (3 years, with option to renew for 2 years)

SUMMARY OF SECTION 2

None of the alternatives under consideration would affect the prosecution of the halibut fisheriesin away not
previously considered in consultations. The proposed alternatives are designed to improve the long-term
productivity of halibut stocks. None of the alternatives would affect takes of listed species. Therefore, none
of the alternatives are expected to have a significant impact on endangered or threatened species. None of the
aternativesis expected to have an effect on endangered or threatened species.

SUMMARY OF SECTION 3
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The two main criteriathat determineif and when the GHLS, as presented in this analysis, will be reached or
exceeded are:1) the status of the halibut biomass and future biomass projections and 2) charter effort and
projected growth of harvest. Section 3 providesthebaseline datafrom the 1998 IPHC halibut stock assessment
and descriptions of halibut harvests and participation by fishery sector and area from ADF&G statewide
harvest surveys that are used in Sections 5 and 6 to prepare the RIR. Lastly, halibut biomass and charter
fishery projections as presented to the Council in 1993 and 1997, and as currently updated in 1999, are
discussed. A separatereport on thefindingsof the 1999 | PHC halibut stock assessment and 2000 halibut
guotas will be provided prior to final action in February 2000 and will be incorporated into the final
analysisprior tosubmission for Secretarial review. Thisreport will alsoincluderevised biomassprojections
which will likely modify the current projections of when the GHLs may be reached.

Biology and total removals of Pacific halibut in Areas 2C and 3A

The halibut resource is healthy and total removals are at record levels. The 1998 IPHC stock assessment
models show a strong 1987 year-class. No strong year-classes are following, indicating that recruitment and
ultimately, biomass, have peaked. Changes for Areas 2C and 3A over the past several years occurred as a
result of changesto the stock assessment mode more than asaresult of biological changes. In the absence of
modd changes, short-term fluctuationsin exploitable biomass, and therefore in quotas, should be small. The
final analysiswill be revised pending the results of the 1999 IPHC stock assessment.

Landingsin 1998 were among the top five highest years, at over 94 million pounds. Halibut harvestsin 1998
in Area 2C totaled 12.9% and 75% of total removals for the charter and commercial fisheries, respectively.
In Area 3A, thosefisheries harvested 9.3% and 75%, respectively, in 1998. Non-guided sport halibut anglers
harvested 6.9% and 5.6% in Areas 2C and 3A, respectively, in 1998.

Projections of halibut biomass and quotasin Areas 2C and 3A

In 1993, ADF&G and IPHC staff reported that the coast-wide exploitable halibut biomass declined by 25%
from 1988 to 1992, from 359 to 266 million pounds. In 1993, expl oitable biomasswas declining at about 10%
per year. Continued biomass decline was predicted during 1993-97 at annual ratesof 9, 7, 5, 3, and 1% per
year. Halibut biomass was then predicted to increase from 1998 through 2000 at 1, 3, and 5% per year,
respectively, due to increasing recruitment.

The 1997 Council analysis projected that, using an overall exploitation rate of 18% in 1998 and 20% every
year theregfter, the expected halibut biomass would decrease by 32%, from an estimated 429 million pounds
in 1998 to 292 million poundsin 2008 for the combined Areas 2A, 2B, 2C, 3A, and 3B. The projections had
very wide confidence interval s due to environmental conditions. They predicted a substantially dower decline
in exploitable halibut biomass than originally estimated in the 1993 report.

Sincethe development of these projections, the | PHC halibut stock assessment model was modified to account
for an apparent 20% decrease in the length-at-age of halibut. The end result of all the changes to the IPHC
modd is that both halibut biomass and recruitment are considered to be higher than that estimated under
previous stock assessment. These estimates arearesult of changesto the IPHC model and not dueto changes
in the halibut stock. That is, it was not so much that the halibut stock increased as that the IPHC stock
assessment could now detect the level more accurately.

The 1993 and 1997 projections of exploitable halibut biomass were compared with actual levelsin 1994-98.
Actual levelsappear tofall within the projected range for 1997 and 1998 in the 1997 Council analysisand are
substantially higher than the 1993 ADF& G and IPHC projections. Infact, theactual exploitablebiomassleve s
in 1997 and 1998 are only dightly above the expected value of the 1997 projections. The 1997 projections
appear to be appropriate to continue estimating future exploitable biomass levelsin the near term.
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Halibut quota changes for Areas 2C and 3A over the past several years occurred asaresult of changesto the
stock assessment modd more than as a result of biological changes. In the absence of moddl changes, short-
term fluctuationsin exploitable biomass, and thereforein catch limits, should be small. Recruitment represents
asmall fraction of the expl oitable biomass, therefore, hasasmall annual effect. Increased selectivity over ages
8- to 12-yrs accounts for the magjority of biomass added annually to offset natural mortality. The very large
expl oitablebiomassre ativeto recruitment buffersthe popul ation from changes. However, becauseexploitable
biomass has been at a high level, and because recruitment has declined over the past several years, lower
exploitable biomass is more probable than higher exploitable biomass for the next five years. Exploitable
biomassin Areas 2C and 3A, and therefore quotas, will range from constant over five yearsto a decline of 3-
5% per year.

Current charter harvest levels and projected growth

Theexpected pattern for thehalibut charter fisheryiscontinued growth in thenumber of halibut taken, but little
changein averageweight. Little change occurred in charter halibut harvest (in pounds) from Area 2C during
1994-96 (an average of 970,000 Ib net weight). A 12% drop to 853,000 Ib occurred in 1997, followed by a
near doubling of harvested biomass (1.77 million Ib) in 1998. The 1998 loghook data confirmed this estimate.
Two significant changes occurred in the Area 2C halibut charter fishery between 1997 and 1998: 1) the
number of halibut harvested increased by 45%; and 2) the average weight of halibut increased by 43%. Less
change occurred in the Area 3A halibut charter fishery between 1998 and 1999 than occurred in Area 2C: 1)
the number of halibut harvested was approximately the same despite a decrease of 20% in client angler-days,;
and 2) the average weight of halibut decreased by only 6%.

Current charter participation and projected growth

The number of unique active businesses and vessal swas cons stent for Area 2C, with 397 and 386 businesses
and 581 and 588 vessalsin 1998 and 1999, respectively. “ Active’ isdefined as having reported bottomfishing
effort on thelogbook form. Approximately 87% of registered businesses and vessd sin both yearswere owned
by Alaska residents as indicated by permanent mailing address. For Area 3A, the number of unique active
businesses was dightly higher in 1999 at 434 than 1998 at 422 as indicated by logbook data. The number of
unique active vessels was also dightly higher in 1999 at 501 than 1998 at 480. Approximately 96% of Area
3A registered businesses and vessalsin both years were owned by Alaskaresidents asindicated by permanent
mailing address.

A cursory comparison of businesses and vessdls actively participating in the halibut charter industry would
indicatethat growth isflat, despite only two years of logbook data and the newness of the mandatory logbook
requirement. A moredetailed examination of activevessalsin Section 5, however, identifiesapproximately 350
of the 1999 vessalsas uniqueto that year (175 in each area). Thisindicates consderableexit and entry inthis
fishery between 1998 and 1999.

Atotal of 2,424 Alaskaresidentsand 37,976 non-residentswere Area 2C saltwater (all species) charter clients
in 1998. Non-residents comprised between 86% and 100% of clients, with an average of 94% for all. Estimates
for 1994-97 arenoct currently available. A total of 30,255 Alaskaresidentsand 53,519 non-residentswere Area
3A sdtwater charter clients in 1998. Non-residents comprised between 56% and 93% of clients, with an
average of 64% for all portsin the area.

The 1997 Council analysisprovided revised projectionsof thegrowth rate of the charter boat industry. Charter
removals of halibut (total net weight of halibut) were expected to continueto increase, but at a declining rate.
The analysis also stated that the total sport harvest of halibut had been increasing more dowly than prior
reports indicated, averaging 6.4% annually from 1990 to 1995. There is considerable variation, however, in
growth rates of harvest between fully capitalized locations in Alaska and those that are newly accessible. In
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addition, while the growth rate of halibut biomass taken in the sport harvest was averaging about 15% at the
start of the 1980s, in 1997 it was reported to be substantially lower, about the same as the growth rate of the
number of halibut harvested.

The1997 Council analysisassumed two widdy divergent boundsof higher and lower projectionsof thegrowth
rate of charter boat removals of halibut. In 1995, the charter fishery accounted for 9.2% of the combined
commercial/charter catch for all areas. Based on the expected values of halibut biomass discussed above, the
analysistrandated the 1997 projectionsof charter growth into charter shareof thetotal halibut harvest at right
for combined areas. The projected growth rate was 10.2% in Area 2C.

The actual growth rate for the halibut charter and non-charter fishery from 1990-95 was similar to the 6.4%
growth rate reported in the 1997 Council analysis. From 1990-95, the combined sport fishery in Area 2C had
agrowth rateof 7.1%. Thisanalys s updatesthisinformation; theaverageannual growth rate based on SWHS
for Area 2C for 1994-98 was actually 10.8%, with wide variance between years. Halibut harvest increased
45% between 1997 and 1998. The 1998 |ogbook verified this estimate, but the logbook program did not exist
in 1997 to verify the 1997 SWHS estimate. It is believed the SWHS may have underestimated charter catch
and harvest in earlier years.

Theactual growth ratefor thehalibut charter and non-charter fishery from 1990-1995 did not refl ect thelinear
increase as projected by ADF&G and IPHC in 1993, but was more similar to the 5.4% growth rate reported
in the 1997 Council analysis. For 1990-1995, the combined sport fishery in Area 3A had a growth rate of
6.3%. The average annual growth rate based on SWHS for Area 3A for 1994-98 (5.1%) matched the 1997
projection.

In summary, a comparison of projected and actual rates of growth of the charter harvest with the combined
charter/commercial harvest in Area 2C indicate that the projections from the 1997 Council analysis appear to
reflect actual trendsfor 1994-98. Still two years shy of the 2000 projections, actual growth isbounded within
thelower growth and higher growth projections. Actual growth for 1994 through 1998 in Area 3A appearsto
best approximate the lower growth rate projections for 2000 from the 1997 Council analysis. Therefore, itis
appropriate to continue to use these projections to characterize future growth in the Area 2C charter fishery
in the near term.

One of the principal factorsin charter growth is directly related to tourism, particularly in Area 2C where
nearly all charter clients are non-residents. The number of visitors to Alaska has grown over the past two
decades, athough the rate of growth has been declining in recent years. Annual growth in visitation averaged
10% between 1989 and 1994, and 12% each year for 1993 and 1994. Between 1994 and 1996, growth 9 owed
tolessthan 6% per year, and since 1997, tolessthan 3% per year. The 1998 summer season marked Alaska's
lowest growth rate in a decade at 1.3%, or about 1.1 million visitors, between May and September 1998.
Recent years represent a substantial deviation from the 7.2% average summer growth seen since 1989. This
dower, decreased rate of growth is predicted to continue for the next two to three years.

Basdine economic data for charter fishery

The monetary contribution that the guided halibut fishery makes to regional economies requires information
on angler expenditures, effort (time spent fishing), and the portion of overall expendituresthat are attributable
tofishing. Information used in this study was primarily derived from a mail survey targeting persons sport
fishing on theKenai Peninsulaconducted by Leeet a (1999), and analysisof that data conducted by Herrmann
(1999). Alaskan residents tended to take more and longer trips than non-Alaskan residents, but spent less
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money per day. Alaskan residentsalso caught fewer halibut per day (1.69) than non-Alaskan residents (2.04).

Angler expenditures

Angler expenditures are divided into fishing and non-fishing categories. Fishing expensesinclude items such
astackle, charter fees, and clothing. Non-fishing expenses cover daily living and transportation costs of the
fishing trip. Theexpendituresin thisanalysisare based on information from the 1997 and 1998 fishing years.

Average angler expenditures for Cook Inlet marine sport fisheries

Overall the average daily travel and living expenditures for Alaska and non-Alaska residents were $44 and
$101, respectively. Fishing costsfor Alaska and non-Alaskaresidents were $47 and $138, respectively. The
valuesfor Alaska residents were much lower because trips where fishing occurred on private boats and from
shorewereincluded in the data aswell as charter trips. When the estimates were made for charter tripsonly,
thefishing expendituresfor Alaskan ($141 - the charter itself cost $128) and non-Alaskan ($208 - the charter
itself cost $142) residents were closer to being equal.

Effort information from the 1998 and 1999 ADF& G |oghbooks were then combined with the daily fish expense
information. Combining these two sources of information assumes that effort data from one year can
appropriately be applied to expenditures from ancther year. The resulting values indicate that about $19.3
million were spent as a result of charter boat fishing for halibut in the Cook Inlet off the Kenai Peninsula,
during 1998. Of the $19.3 million, $4.6 million (24 percent) were spent by Alaskan residents and $14.7
million (76 percent) by non-Alaskan resdents. About 81 percent of the money spent in Alaska was spent
within the Kenal Peninsula. Expenditure estimates for 1999 were smilar to those for 1998, because effort
estimates from the 1999 log books were similar to those in 1998.

Applicationsto 3A

Average angler expenditures from the Cook Inlet study were applied to area 3A asawhole, but required some
broad assumptionsregarding characteristics of thearea 3A ports. Portsin area 3A that may well havesmilar
characteristicsto the Cook Inlet portsareplaceslike Seward. Charter clientscan driveto Seward and it offers
the similar living opportunities/cost structuresto places like Homer. Y akutat, on the other hand, does not fit
aswell. Clients would be required to fly into Y akutat to fish, and the cost of living maybe higher. These
differences mean that applying the Cook Inlet expense structure to Yakutat may yield mideading results.
However, overall it isthought to be reasonable to apply Cook Inlet expensesto charter portsin 3A asawhole,
sincethe Cook Inlet ports (and ports similar to the Cook Inlet ports) make up the majority of charter effort in
area 3A.

Fishing expenditures in Cook Inlet attributable to halibut charter fishing were $15.0 million in 1998 (total
expenditures were $19.3 million). In area 3A as awhole, $18.0 million was spent on fishing expenditures
attributable to the halibut charter fishery.

Applicationsto 2C

Thedigtribution of clientele residency, between transportation cost to get to the port, reasons for being in the
port (vacation versus fishing) are different area 2C and 3A. Each of these factors change the expenditure
patterns of charter clients. Because the cost structure of taking a charter trip in area 3A and 2C are thought
to be very different, the expenditure information from the Cook Inlet study has not been applied to area 2C.
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Some basic information on the cost of a charter trip is presented for area 2C. Those data indicate that the
prices paid for a charter trip are higher in area 2C than in 3A. Tripsout of Juneau, for example, are reported
to cost $150-$220 per person (85 percent of thetripsarefor salmon), with theaveragetrip costing $180. Half-
day trips have been quoted from $150-$190 per person, but thesetrips are likely only for salmon, because of
thetravel timeto reach the halibut fishing grounds. In Petersburg, tripswere quoted as costing $165-$170 per
day.

Commercidl fisheries

Since 1977, the total commercial fishery catch in Alaska has ranged from 16 to 61 million Ib. Beginning in
1981, catches began to increase annually and peaked in 1988. Catches have since declined, reaching alow of
44 million Ib in 1995. The 70 million Ib harvest in 1998 represented an 8% increase over 1997. Bycatch
mortality, i.e., the catch of halibut in other groundfish fisheries, isthe second largest source of removalsfrom
the stock, totaling approximately 13 million [bin 1998.

Current commercial harvest levels and projected growth

Area 2C hasthe second largest area commercial halibut TAC in Alaska. Pesk area catches occurred in 1988
at 11 million Ib. Sincethe beginning of the IFQ fishery, area 2C halibut harvests have ranged between 7.5 and
10.0 million pounds. During 1999, the 10 million Ib quota was landed in 24 ports. Eighteen were located in
Alaska and accounted for 96 percent of Area 2C landings. Four were located in Washington state, one in
Oregon, and onein Canada. In total, 3,448 separate halibut landings were made by vessdls harvesting area
2C halibut in 1999.

Area 3A hasthe largest area commercial halibut TAC in Alaska. Since the beginning the IFQ fishery, area
3A halibut harvests have ranged between 18 and 26 million pounds. The Area3A quotapeaked in 1988 at 38
million Ib. During 1999, the 25 million Ib quota was landed in 31 ports. Twenty-three ports were located in
Alaska and accounted for over 96 percent of the landings. Five were located in Washington state, two in
Oregon, and onein Canada. In total, 3,448 separate halibut landings were made by vessals harvesting area
3A halibut in 1999.

Current commercial participation

A total of 1,734 persons held quotashare (QS) in Area 2C at theend of 1998, down 27% from initial issuance
in 1995 (2,386 persons). More than half of Area2C QS holders hold QS in amounts#3,000 (1998) pounds.
The number of shareholders decline with increasing size of QS: 28%, 15%, and 4% hold QS between 3-10
thousand Ib, 10-25 thousand Ib, and > 25 thousand I b, respectively. Themajority of consolidation hasoccurred
in persons holding less than 3,000 pounds of quota. Some consolidation of QS was expected when the IFQ
program was approved. However, the Council did implement measures to ensure that small participants
remained in the fishery. Those measures appear to have been successful.

A reduction of about 500 QS holders (about one-third of theinitial recipients) hastaken placein that classfrom
thetime of initial issuance through 1998. The number of persons holding more than 3,000 pounds of halibut
guota hastended to remain more stable. However, the overall trend isfor the number of personsin the smaller
classes to shrink with the larger classes remaining stable or increasing.

A total of 2,348 persons held QS in Area 3A at the end of 1998, down 23% from initial issuance in 1996.
Approximately half of Area 3A QS holders hold QS in amounts #3,000 (1998) pounds. The number of
shareholdersdeclinewith increasing sizeof QS: 22%, 16%, and 13% hold QS between 3-10thousand b, 10-25
thousand Ib, and > 25 thousand Ib, respectively.
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About 82 percent of Area 2C QS holders are Alaska residents who hold about 84 percent of the halibut quota
in 2C. Theremaining QSis held by residents of 18 other States or Canadian residents. Seventy-six percent
of QSholdersthat werenat initially issued QSfor halibut are Alaskan residents, as of year-end 1998, with the
remaining 24 percent being non-residents. Nearly 15% of Area 2C QS were held by crew members. This
indicatesafairly high rate of “buy-in” to thefishery by Alaskan residents. A small amount of acquired QS has
been purchased by crewmen.

About 79 percent of Area3A QSholdersare Alaskaresidents, they held 64 percent of the 3A QS. Washington
residents held over 24 percent of the QS, while only accounting for 12 percent of the people holding QS.
Oregon residents held over 7 percent of the QS. Seventy-two percent of Area 3A QS held by non-initial
recipients of quota are Alaskan residents, with the remaining 28 percent held by non-residents

A total of 836 vessalslanded IFQsin Area2C at theend of 1998. Consolidation has been occurring, with 1998
vessels down 24 percent from initial issuance and 53 percent from 1992. More than half of all vessds
participating in the halibut IFQ program landed IFQsin Area 2C. A total of 3,118 landings were made by the
vessels operating in Area 2C during 1998. On average, each vessel made about 3.7 landings. The 3,118
landings in Area 2C accounted for approximately 44 percent of all landingsin the 1998 halibut fishery.

A total of 899 vessdls landed IFQs in Area 3A during 1998, down 47 percent from initial issuance and 53
percent from 1992. Approximately 56 percent of all vessals participating in the halibut 1FQ program landed
IFQsin Area3A. A total of 2,919 landings were made from fish harvested in Area 3A during 1998. Area3A
accounted for approximately 41 percent of the number of statewide halibut landings.

Catcher/sdllers were the most common type of buyer permit issued in Area 2C. However, only 54 of the 587
catcher/sdller permitswere used to purchasehalibut in 2C. Thenext largest category was shores de processors.
A total of 128 shoreside processor permitswereissued for all of Alaskaand 30 permitswere used to purchase
halibut in Area 2C.

Only 208 of the 859 registered buyer permits were used to purchase halibut in Area 3A during 1998. Most
of the buyersthat did purchase Area3A halibut werein the catcher/sdller (129 buyers) and shores de processor
(61 buyers) categories. No other category had more than seven active buyersin 1998.

Background Economic Information on the Commercial Halibut Fishery

Ex-vessd prices for halibut in the commercia fishery increased statewide from 1992-96. The statewide
average price of halibut in 1992 was $0.98 and increased to $2.24 in 1996. In 1997 the price dropped dightly
t0 $2.15, then fell sharply to $1.26in 1998. Thelargedecreasein pricefor the 1998 fishing year reflected an
overall decrease in fish pricesthat year were at least partially aresult of weak Asian economies.

Ex-vessd halibut revenuein areas 2C and 3A were $12.2 and $52.3 million, respectively, in 1997. Revenues
dropped to $12.1 million (2C) and $31.1 million (3A), in 1998. Thedecreasein revenuewasprimarily aresult
of thedrop in ex-vessd price, as harvest amounts were fairly stable.

First wholesale prices also decreased from 1997 to 1998. Head and Gut products dropped from $2.67 per
pound in 1997 to $1.91in 1998. Overall the average wholesale price per pound acrossall product formswas
$2.77in 1997 and $2.05 in 1998.

First Wholesal e revenues were derived from the Commercial Operator Annual Reports. Those data indicate

that revenuesat thefirst wholesalelevel increased from $76 million in 1995 (thefirst year of the|FQ program),
to $130 million in 1997. In 1998, revenues declined to $93 million.
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Thevalueof aunit of QSand itsstandardized valuein terms of poundsof fish arereported for 1995-98. These
data were derived from the RAM transfer files, and are reported in CFEC's 1999 IFQ study. QS prices
increased from 1995-97 and then fell in 1998. Thisisthe sametrend that was observed for ex-vessel and first
wholesale prices. Themean price of apound of IFQ in area2C was $7.58 in 1995 and $10.14 in 1998. This
isapriceincrease of about 34 percent. In area 3A the price increased from $7.37 in 1995 to $8.55 in 1998,
or al16 percent increase. Thereforetherdative IFQ transfer price hasincreased faster in area 2C than in 3A.

Commercial fishery costs were estimated for the halibut 1996 halibut fleet usng a engineering and key
informant approach. Theresultsof that study indicated that atotal of 132,160 skateswere set in 1996, across
IPHC areas 2C-4E. The cost of fishing that gear was estimated to be $2.2 million in setting/retrieving costs,
$0.9 million in fuel, $0.9 million in bait, and $0.4 million in gear replacement costs. Processing and shipping
costs were also estimated in that study. The costs varied depending on whether the product was sold fresh or
frozen and the port the processing occurred. In general, processing costs were assumed to be $0.30 per pound
for fresh halibut and $0.50 for frozen. Shipping costsvaried by port, but the cost of shipping halibut fresh was
4 to 5 times a much as shipping frozen product.

SUMMARY OF SECTION 4

Data limitations and time congtraints prohibit the development of a full complement of quantitative modelsto
estimate net benefit and impact assessments of the halibut charter and commercial fisheries. Section 4
assmilates data and results collected from a number of ongoing studies that shed some light on the current
economic characteristics of the commercia and sport charter halibut fisheries. Findingsreating tothe charter
fishery arelimited in geographic scopeto the Cook Inlet portion of the Kenai Peninsula. Thisinformation may
sufficiently characterizethe Area 3A fishery; however, it isnot appropriateto extrapol atethesefindingsto 2C.
While the information provides only a fragmented description of the economics of the halibut charter and
commercial indugtries, it helpspoint out thedirectional implications of benefitsand impactsaffected by aGHL
and/or moratorium.

Demand for commercially caught halibut

Herrmann (1999) reviewed the available literature on demand studies for commercialy caught halibut.
Applying these results to describe present day conditionsis problematic not only because the data relied upon
isdated, but also because of recent structural changes in the fishery, effects of which are difficult to isolate.
These include adoption of a quota style management regime and drastic increasesin the TAC.

To explain and describe current halibut demand at the exvessd level, Herrmann begins with a simple model
for expository purposes and later updates and adapts a demand model from Lin et al. (1988) to generate more
reasonable measures of dadticity, and the inverse of price dadticity: flexihility. Price flexibility, that is the
relative changein price resulting by a changein quantity, isuseful for predicting how quantity changes affect
total revenues to harvesters. Herrmann found commercial demand at the exvessd level to be reatively
inflexible, meaning that an increasein harvests would be met, all € sethe same, with alessthan proportional
decrease in price. This implies that the halibut market is not yet saturated at the exvessdl level. However,
without better information on operator costs, we cannot concludethat increased total revenuesduetoincreased
harvests will trandate into a net revenue gain.

Estimating demand at the consumer levd is theoretically possible given the exvessadl demand and sufficient
information on marketing margins and the price and quantities of the various product formsat theretail leve.
However, the scarcity of such data precludes accurate estimation of retail level demand.

Stated preference (contingent valuation) modd for marine sport fishing off of the Kenai Peninsula
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Thevalue of asport caught halibut off of the Kenai Peninsulaisthetopic of aforthcoming work that relieson
datadicited by surveyin Leeet al.(1999a). Results of two methodol ogieswill be compared to provide arange
for the value of sport caught halibut. These results will not likely be available until early 2000.

Participation rate moded for recreational halibut fishing off of the Kenai Peninsula

A working paper by Lee et al. (1999b) provides a modd that predicts how angler participation changes in
responseto changesin fishing attributes, such asthe cost of the averagetrip and/or the expected catch and size
of halibut and salmon. Theresults of smulationswhere price (cost) and catch werevaried ispresented, aswell
as edadticity estimates derived from these smulations. Overall, anglers are predicted to respond indlastically
to changesin per day fishing costs. For all prices, Alaskans respond more sensitively to price changesthan do
non-residents. Likewise, changesin halibut catch effect ardatively indastic response in participation.

Angler net benefits

The participation rate mode can also be used to estimate the average net benefit to anglers of fishing for
halibut, although we can’t isolate charter related benefits from all other halibut opportunities. The average
Alaskan angler in the Cook Inlet halibut fishery off the Kenai Peninsularealizes $61 worth of benefits above
and beyond their daily costs, whereas non-residents gain $59 of net benefitson average. Thesefiguresare used
to arrive at an aggregate measure of net benefitsfor charter boat clientsin the Cook Inlet portion of the Kenai
Peninsula fishery given estimates of resident and non-resident effort. In 1998, the combined net benefits are
estimated at $3,603,929. Given annual angler expenditures of $19,320,943, the total value of this fishery is
estimated at $22,924,872. In order to derive net benefits from the fishery, we would have to subtract the costs
associated with providing charter trips. Marginal cost data is not currently available, making it difficult to
estimate the net benefits to charter operators.

Quota share prices as proxy for expected net benefits to commercia fishing sector

Though adequate cost datafor the commercial sector isnot available, ameasure of the capitalized net benefits
expected by commercial operatorscan begleaned from themarket priceof halibut quotashares. However, even
though the price of quota shares can be related to the present value of expected producer surplus, it does not
necessarily reflect the accrual of that surplusto quota share holders because only some of these were awarded
guota (and hence received a windfall) whereas others purchased it. Therefore, this complicates estimation of
total producer surplus.

Expenditure based economic impacts of the Cook Inlet halibut charter fishery to the western Kenai Peninsula

Based on expenditure data collected in the Lee et a. (1999a) survey, input-output (1/0O) modding was
performed to gaugetheimpacts of angler expenditures attributabl eto the halibut charter fishery on thewestern
Kenai Peninsula. After accounting for the direct, indirect, and induced effects of angler expenditures, the
fishery contributes atotal of $22,560,637 worth of sales (output), $9,259,417 worth of income, and 738 jobs
totheregional economy (western Kenai). Notethat thesejobsarenat full-timeequival ents, but include seasonal
and part-time positions. The economic impacts of incremental changesto halibut catch and the average daily
cost of taking atrip are also provided in tabular form.

SUMMARY OF SECTION 5
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Information from ADF& G Sport Fish Division, charter associations, and earlier estimatesfrom ISER indicate
anywherefrom 450 to 600 ‘active' charter vessdls. In 1998 therewere 1,085 vessel swhich participated in the
logbook program with saltwater bottom fish activity (581 in Area2C and 504 in Area 3A). No attempt was
madeto determine how many of thosewere ' full-time' operators. That number increasedto 1,108in 1999 (588
in Area 2C and 520 in Area 3A), with approximately 350 of those vessa's being unique to 1999, indicating
consderable entry/exit in this fishery from 1998-1999.

Earlier estimatesfrom the 1997 study indicated that 402 * full-time' charter vessals, each operating at 50% load
factor (operating 75% of available days at 66% seat capacity) could have taken the 1995 charter fleet harvest.
Given the 1998 harvest level (an increase of about 30 % over 1995 levels for total Area 2C and 3A pounds
harvested, and 15% increase in total numbers of fish harvested), the estimate of full-time equivalent charter
vessels would be between 462 and 522 vessdls, without taking into account changes in the average weight of
fish harvested.

Theaternativesunder consideration would qualify between 497 and 694 vessels, if 1998 | ogbook participation
isrequired. These numbers are substantially less than the numbers actually participating in 1998 and 1999,
based on the logbook information. Option 4 only requires participation in any year 1995-1998 and would
qualify 2,073 vessdls. Allowing supplementary information for qualification (other than IPHC license and/or
1998 logbook) could increase the number of qualifying participants.

The calculations were based on vessdl participation history as opposed to individual (owner) participation
history. However it islikely that the vessal numbers shown will closdly approximate total permit numbers if
the Council choosesto base qualification on owner participation history. Nevertheless, thisdecision isamong
the mogt critical with regard to a moratorium, in terms of granting permits to the appropriate recipients and
minimizing disruption to the charter fleet in the initial allocation of permits; i.e,, in many cases the current
owner of aparticular qualifying vessal may not betheindividual owner associated with thevessd’ squalifying
catch history.

Although the total harvest capacity of the fleet is difficult to estimate, the currently licensed fleet (based on
1998 loghooks) has a harvest capacity well above the current harvest level, and even the currently active fleet
is probably not operating at its maximum capacity. The presence of excess harvest capacity reduces the
effectiveness of a moratorium and the ability to predict when it may become constraining on harvest. Only
when latent capacity isfilled would a moratorium become effective at maintaining harvest within the GHL.

Client demand may be the more effective limiting factor on growth in thisindustry sector than a moratorium,
or amoratorium and quota limit, depending on where the limit is s.

The more redtrictive moratorium options being considered may result in an effective moratorium; i.e., along
with other management measures, may be effective at keeping the charter fleet within a GHL. Thisis
particularly trueif the GHL is set at alevel higher than the current harvest level, and/or if it isset at afixed
poundage. A GHL based on afloating percentage, combined with declinesin overall halibut biomass, reduce
the likdlihood of the moratorium’ s effectiveness; i.e., at low GHL leves, there likely will be excess capacity
relative to that GHL under all options.

A moratorium would likely hel p promote economic stability for existing charter operators, particularly in areas
where dramatic increases in participation have occurred recently. However, the issue of who receives the
permit will also play an important rolein determining future stability. Some of the benefits derived by charter
operators from a moratorium would come at the expense of |ossesto the charter clientsin terms of potential
priceincreases for charter trips, which would result in reduced net angler benefits.

GHL Analysis XVii January 2000



PUBLIC REVIEW DRAFT

The interrdationship, and potential conflicts, between an area-wide moratorium and local leve (LAMP)
moratoria needs to be considered. An area-wide moratorium may negatively impact the development of
fisheries in areas without excess charter effort, without necessarily helping in areas that are already
overcrowded. LAMP moratoriumsmay be more effective at resolving theselocal areaissues, but likely would
not be effective relative to attainment of GHL goals.

Thereisstill uncertainty in the accuracy of thelogbook reports. The State hasrecommended aminimum 3-year
time series of logbook data to compare with data collected in the statewide harvest and cred surveys.

SUMMARY OF SECTION 6

Alternative 1, no action, would result in continued unconstrained charter halibut harvests and a de facto
reallocation of halibut from the commercial sector to the charter sector. This analysis assumes that sport
halibut removalswill increase by approximately 9 % in Area2C and 4% in Area 3A for the charter sector and
1 percent in the unguided sector over the next 5 years. If that rate of growth does occur in future years, the
ex-vessdl grossrevenuesto the commercial fishery in areas 2C and 3A would decline given an dastic demand
curve at the ex-vessel level. Net benefits to consumers of commercially caught halibut would also decline.
Thereisnot enough information to discern whether theselosseswould be offset by theincreasesin net benefits
to charter operators and guided anglers. Nor is there enough information to compare the loss of regional
economic activity associated with the commercial sector against the respective gain for the charterboat sector.

Under Alternative 2, the guideline harvest levd, by itsdlf, has no management effect on either charter or
commercial harvests. The associated management measures are the critical components of the program.

The following general picture of the halibut charter and commercial fisheries was drawn:

. halibut biomasses are at peak abundances, but likely to decline by 3-5% each year in the short-term;
. quotas are likely to remain steady according to the 1998 IPHC stock assessment;

. charter harvests are continuing to increase, but at declining rates;

. commercia quotas decline as charter harvestsincrease.

Five specific management issues have been identified which conform with the Council’s April 1999 suite of
alternatives, options and suboptions. This section draws the following conclusions regarding these issues.

ISSUE 1. Apply GHLsto Areas 2C and/or 3A to trigger management measures as a fixed percentage
annually expressed in pounds or afixed rangein numbers of fish, based on 125% of 1995 or
1998 charter harvests.

In 1997, the Council adopted the GHL based on a fixed percentage based on 1995 charter harvests. This
equated to 12.76% of the combined charter harvest and commercial quotain Area2C and 15.61% in Area3A
(ascalculated in 1997). The Council isnow considering altering that decision by adopting the GHL asafixed
range of numbers of fish and revising the base year to 1998. Thiswould revisethe GHL percentagesto afixed
point somewhere between 12.76-18.01% in Area 2C and 13.84-15.61% in Area 3A and set the GHL range
between 50 - 76 thousand fish in Area 2C and 138 - 193 thousand fish in Area 3A. To address concerns
regarding possible declines in halibut abundance, a set of reduction mechanisms are tied to the fixed range,
which are addressed under Issue 3.

In determining whether the base year should be updated, the analysis examined higher and lower growth
projections to estimate when the respective GHLs might be reached. From this:
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. ADF& G harvest dataappear to have exceeded the 1995-based GHL in 1998. Therefore, had the 1997
GHL decision been approved by the Secretary, GHL management measureswould betriggered for the
next fishing season in Area 2C.

. the projected timeline suggests that under higher growth rates, the charter harvest in Area 2C could
reach the 1998-based GHL sometime during 2000 - 2001 and under lower growth rates, sometime
during 2003 - 2004.

. Area3A projectionsindicatethat the 1995-based GHL might bereached sometime during 1999 - 2000
under the higher projection and 2000 - 2001 under the lower projection.

. the 1998-based GHL might be reached during 2000 - 2001 under the higher projection and during
2003 - 2004 under the lower projection.

In summary, the Council could set the percentage or range at any point within the ranges listed above. The
obvious allocational impacts are that the higher the GHL is (in pounds or fish) in an ares, the grester the
allocation would be to the charter sector and the lower the quota assigned to the commercial sector.

The Council also added two options for applying the GHL that may be chosen in combination with either
Options 1 or 2 and each other.

Option 3: Manage GHL as a 3-year rolling average

TheCouncil’ snew option to managethe GHL on a3-year rolling averagemay result in delaying theimposition
of management measures by up to 3 yearsto generate the average. The Council may instead choose to mange
an annual overagein the event the GHL is greatly exceeded.

Option 4: Apply the GHL as a percentage to the CEY by area after non-guided sport and
personal use deductions are made, but prior to deductions for commercial bycatch
and wastage.

An addendum will be provided prior to final action which will address the impacts of 2000 quotas, revised
biomass projections, and changes to the IPHC procedure for calculating charter/commercial quotas.

Under any option, management measureswould betriggered 1- 2 years after attainment of the GHL, but prior
to the start of the charter fishery season for industry stability.

ISSUE 2: Implement management measures, with an option to closethefishery in-season oncethe GHL
isreached.

C linelimits C super-exclusiveregistration

C boat limit C sport catcher vesse only area

C annual angler limit  C  sportfish reserve

C vess trip limit C rod permit

C bag limits C possession limits

C prohibit crew-caught fish
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Of the eleven measures to congtrain charter harvestsin future years to within the respective GHL s analyzed
here, only bag limits and boat limits appear to limit charter harvests.

thereduction in harvest effected by abag limit could exceed the actual decreasein halibut that can be
kept assuming that effort does not change. Thisis because effort can be expected to changeasanglers
react to the change in quality of the average halibut trip. The magnitude of effort change is difficult
to quantify and is likely to vary across region according clientele usage patterns.

boat limits would result in the same amount of halibut being harvested on a trip as the bag limit
aternatives, and, infact, may result in higher harvestsunder the proposed * collective’ or party fishing
definition.

line limits may redirect fishing effort between vessals, but is unlikdy to further restrict harvest. A 6-
line limit and restrictions of lines to number of paying passengers currently exists in Area 2CA;
additional redtrictions would limit vesselsto a 4-packs or 5-packs. Nearly 90% of Area 2C charters
took four clientsin 1998, therefore, a4-linelimit may not result in adequate reductionsto stay within
the GHL. Area3A charter vessdlstraditionally fish up to 27 lines. A floating scalefor linelimits may
addresstraditional fishing patternson larger sized vessdls. A prohibition of fish harvested by crew may
result in adequate harvest reduction to keep the harvest within the respective GHLs. Enforcement of
lines“fished” would also be difficult.

most charter clientstake either two or four halibut in ayear. A small percentage of avid anglersexceed
that, indicating that annual angler limitswill havelessimpact on total halibut removalscompared with
impacts on the amount of halibut taken by a few fishermen.

only 4% of Areas 2C and 3A trips would be affected by limiting a vessd to onetrip each day. If an
averagetrip resultsin an average harvest, then avessd trip limit may result in a harvest reduction of
4%. Recognizing the overcapacity of the flegt, clientswill likely charter on another available vessd.

superexclusive registration and Sport Catcher Vessd Only Areas may redistribute fishing effort but
are unlikely to reduce halibut removals. They may be valid management tools to be included within
aLAMP.

arod permit program does nat exist in Washington or Oregon upon which to mode the Alaska halibut
fishery.

Thesportfish reservewould nullify the constraining effect of the GHL by reallocating halibut from the
commercial sector to the charter sector when the GHL would trigger a reduction.

possession limits will not be an effective management tool since most fishermen harvest only one or
two halibut per year; however, proposed changes would enhance federal enforcement of current
possession limits.

prohibiting halibut harvested by the captain and crew may limit the charter harvest to below the GHL;
however, enforcement may be difficult on multi-species charterssinceit would bein effect for halibut
only.
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Rel ative effectiveness of proposed management measures

Proposed measures no + ++ +++
line limits

boat limit

annual angler limit

vess trip limit

bag limits

super-exclusive registration
sport catcher vessdl only area
sportfish reserve

rod permit

possession limits

prohibit crew-caught fish

ISSUE 3: Adjust the GHL fixed range of fish under varying halibut abundance.

Adjusting the GHL range during years of low abundance becomes moot if the Council choosesto set the GHL
as afixed percentage. Alternatively, if the Council adoptsthe GHL asafixed range (Issue 1 Option 2), then
the Council must decide whether and how to apply that range in years of low halibut abundance.

Suboptions 1 and 2 reduce the GHL range at very different levels of abundance. Suboption 1 proposes to
reduce a GHL range by 25% when it exceeds 15%, 20%, or 25% of the combined charter/commercial quota
during years of varying abundance. The suboption links the combined quota in pounds to the range of fish in
numbers. The combined quotatriggerslevels equate to approximately 3.7, 4.9, and 7.0 M Ibin Area 2C and
6.6, 8.8, and 12.5M Ibin Area 3A.

Suboption 2 would not trigger reductions in the range until total harvests had been reduced by 42-70%,
depending on the Council’ s preferred alternative. Three choices would be used in a 3-step process to reduce
the GHL range, depending on the base year. Proposedtotal removal trigger levelsare4, 6, and 8 M Ibfor Area
2Cand 10, 15, and 20 M Ibfor Area3A. Thelowest levels match the lowest total removal s ever recorded and
stocks associated with those levels could be considered depressed. The highest proposed triggers are
approximatey 20% below ‘typical’ levels of total removals.

ISSUE 4: Determine whether a GHL or allocation

Option 1 istied to the Council’s interpretation that the GHL is a target against which the level of charter
harvests are gauged to determineif management measures need to beinvoked to further constrain thoselevels.
Under Option 1, the differencein halibut that could be harvested by charter anglers under the GHL and what
isannually harvested, would in effect “roll over” to the commercial sector at the start of the season.

Option 2 isdigtinct from Option 1 in that as an alocation, the commercia sector would not accrue the full
benefit of any unharvested GHL halibut in the subsequent year. While the overall CEY will likely be higher
becausefewer removalsoccurred, thecommercial sector would be constrained by itsall ocation percentagethat
will be adopted by the Council .

Thenext issueunder Option 2 to beconsidered by the Council iswhether theunharvested halibut should accrue

conceptually in a sportfish reserve. Charter sector proponents of “ banking” unharvested fish in such a system
have defined the reserve such that unharvested fish would not accrue® pound for pound” in thereserve, but that
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the sector would get a credit for those unharvested fish when the GHL is constraining on their clients. In
summary, a sportfish reserve negates the effects of a GHL by “reallocating” additional halibut to the charter
sector when that sector’ sharvestswoul d exceed the GHL and trigger constraining management measures. This
reallocation would be redirected from the commercial quota.

ISSUE 5: Establish a moratorium, ether area-wide local

Area-wide and local moratorium options were analyzed separately in Section 5. Those conclusionsthat relate
to the GHL are repeated here.

. Theaternativeswould qualify between 497 and 694 vessdls, if 1998 |ogbook participationisrequired.
Thesenumbersare substantially lessthan the numbersactually participating in 1998 and 1999, based
on the logbook information. Option 4 only requires participation in any year 1995-1998 and would
qualify 2,073 vessds. Allowing supplementary information for qualification (other than IPHC license
and/or 1998 logbook) could increase the number of qualifying participants.

. Although the total harvest capacity of the fleet is difficult to estimate, the currently licensed fleet
(based on 1998 loghooks) has a harvest capacity well above the current harvest level, and even the
currently active fleet is probably not operating at its maximum capacity. The presence of excess
harvest capacity reduces the effectiveness of a moratorium and the ability to predict when it may
become congtraining on harvest. Only when latent capacity is filled would a moratorium become
effective at maintaining harvest within the GHL.

. Themorerestrictive moratorium options being cons dered may result in an effectivemoratorium; i.e.,
along with other management measures, may be effective at keeping the charter fleet within a GHL.
Thisis particularly true if the GHL is set at alevel higher than the current harvest level, and/or if it
isset at afixed poundage. A GHL based on afloating percentage, combined with declinesin overall
halibut biomass, reducethelikeihood of the moratorium’ seffectiveness; i.e., at low GHL levels, there
likely will be excess capacity relative to that GHL under all options.

Administration

To enhance efficiency and ensure that necessary measures areinvoked in atimely manner, non-discretionary
measures may be enacted such that their implementation occursautomatically upon thecharter fleet’ sattaining
or exceeding the GHL by publication of a Federal Register notice. The regulatory amendment would also
establish the duration of such management measures and the circumstances upon which such measureswould
be lifted. To minimize delay of imposition of triggered GHL management measures, the Council could ether:
1) sdlect only one management measure that would betriggered if a GHL is attained or exceeded; or 2) select
multiple measures that would all be implemented simultaneoudy.

SUMMARY OF SECTION 7
Some of the alternatives under consideration could result in asignificant impact on a substantial number of
small entities. A more definitive assessment will depend on the alternatives (and specific options such as

downstream management measures) selected by the Council. A formal IRFA focusing on the preferred
alternative(s) will beincluded in the final analysisfor Secretarial review.
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